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EXTENT OF OWNER’S RIGHTS 


PART I 


THE EXTENT OF A TRADE-MARK OWNER’S RIGHTS WITH REF- 
ERENCE TO THE KIND OF GOODS. 


Part II of this issue includes the case Standard Brands Incorporated v. Reinhold 
A. Smidler, doing business as Bi-Sarcol Laboratories, 66 U. S. P. Q. 337, decided 
August 10, 1945, by the United States Circuit Court of Appeals for the Second Cir- 
cuit. This court affirmed a judgment enjoining the sale of V-8 Vitamin Tablets 
on the complaint of the manufacturer of V-8 Vegetable Juices. The decision was 
based upon the well established principle which the court, through Circuit Judge 
Chase, stated as follows: 


The protection which the law gives the owner of a trade-mark is not confined to the 
goods upon which it is, or has been, used by the owner of it but extends to products which 
would be reasonably thought by the buying public to come from the same source if sold 
under the same mark. 


Circuit Judge Frank wrote a concurring opinion which, while in form made 
the decision of the court unanimous, purports in substance to weaken it, and raise 
serious doubts as to its soundness. 

Judge Frank has written a number of books of keen and searching criticism re- 
lating to economic enterprise in the United States. Not unusually he brings this 
criticism into legal theory and in the present case he has approached a trade-mark 
situation of apparently simple character from the point of view of an economic in- 
terpretation of “the trade-mark monopoly.” He states: 


Has plaintiff acquired so extensive a legal monopoly in the symbol “V-8” that defend- 
ant’s conduct is unlawful? 

With considerable doubt, I agree with my colleagues, in holding that plaintiff has such 
a monopoly. I shall canvass in some detail the reasons for my doubts because they touch 
the trunk nerve of the trade-name doctrine, a doctrine which, I think, has been left in much 
obscurity. 


Among the questions Judge Frank raises and discusses in his concurring opinion 
are the following: 


1. Whether, in a trade-mark infringement case in which the marks involved 
are not used by the parties on the same kind of goods, the plaintiff should not be 
denied relief unless he proves that defendant’s product is “so ‘inferior’ as to create 
ill-will among consumers directed against the supposed common maker of both 
products, with the consequence that the good-will of the plaintiff, as maker of the 
first product, will be impaired.” 

If the law should be changed as suggested, a trade-mark owner would be com- 
pelled to entrust his business reputation and good-will to imitators of his trade- 
mark. He would have no standing in court until his business reputation and good- 
will had been damaged, and, likely as not, damaged by some party not financially 
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responsible. He would be unable to lock the barn until the horse had been stolen. 
The law is not that but as stated in the majority opinion in the Standard Brands 
case as follows: 





His mark is the brand by which his goods can be identified, and when it is used by 
another the reputation of his mark, and consequently his own business reputation, are 
placed to that extent beyond his control. Unless the use by that other is upon goods 
so unlike his own or in territory so far from that which he has exploited that it will not 
create confusion, it will be enjoined. 

And as stated by Judge Learned Hand in Yale Electric Corporation v. Robertson, 

26 F. (2) 972, 974: 

His mark is his authentic seal; by it he vouches for the goods which bear it; it car- 
ries his name for good or ill. If another uses it, he borrows the owner’s reputation, whose 
quality no longer lies within his own control. This is an injury, even though the borrower 


does not tarnish it, or divert any sales by its use; for a reputation, like a face, is the symbol 
of its possessor and creator, and another can use it only as a mask. 


In stating the reasons for the suggested change in the law, Judge Frank discusses 
at length the historical development of “the trade-mark monopoly” by an economic 
interpretation. Note, first, the use of the word “monopoly” for the trade-mark 
right which at once puts on this right an ugly color. Yet there is no more “monop- 
oly” involved in the exercise of the right to prevent palming off or the protection 
of good-will than there is in the protection of, say, the right of privacy or the right 
to be protected against personal injury. Furthermore, an economic interpretation 
of this branch of the law, as of any other branch, cannot be a valid interpretation. 
As Dean Pound put it, “we cannot tell such complicated stories in such simple 
fashion.” It is a real service to view legal history in the light of economic theory, 
but we must not lose sight of other factors entering into administration of justice 
and traditional rules of art determining the courts to a reasoned balance of interests 
involved. 

Legal analysis will not support the interpretation that judges in the early cases 
escaped the dictates of the laissez-faire theory by calling trade-marks a “property 
right.” They were rather looking for a legal instrumentality to achieve the end of 
preventing one man from palming off his goods as another’s, from getting another’s 
business or injuring his reputation by unfair means and from defrauding the public. 
As Judge Holmes said in Dupond v. Masland (244 U.S. 100, 102) : 

The word “property” as applied to trade-marks and trade secrets is an unanalyzed ex- 


pression of certain secondary consequences of the primary fact that the law makes some 
rudimentary requirements of good faith. 


Judge Frank further states his reasons for the suggested change in the law by 
expressing doubt as to whether trade-mark protection adds importantly and di- 
rectly to the economic welfare of consumers, characterizes the unwillingness of con- 
sumers to be deceived and misled as “the non-economic snobbish desires of con- 
sumers,” states that consumers are not harmed if they have not bought inferior 
products, and concludes that if infringement suits were brought by consumers in- 
stead of trade-mark owners, proof of the inferiority of the products purchased would 
be requisite as otherwise there would be no actionable deceit. 
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This discussion fails to take account of the interest of the trade-mark owner in 
his good-will and of the conflict of claims involved which law seeks always to recon- 
cile. There are really in trade-mark protection four claims or interests involved: 
the plaintiff’s interest not to lose custom by reason of the public mistaking another 
manufacturer for him; the defendant’s interest to be free to manufacture his own 
goods and to use any mark which will help him to sell them; the interest of the con- 
sumer not to be deceived or misled; and the social interest of promoting fair deal- 
ing and preventing unethical or unfair practices in trade. These interests cannot 
be fully reconciled and all four satisfied to their full extent, and we have to fix the 
boundaries as best we can. The courts have adopted the method of reconciling these 
interests by requiring that the defendant avoid deceiving the public to the plaintiff’s 
harm, and recognizing a right of action on the part of the injured trade-mark owner. 
It is unimportant whether the consumer has a cause of action for being misled. If 
the trade-mark owner takes no action to stop the deception, the consumer is not 
likely to keep on trying to obtain the brand he wants. He is injured enough to be- 
come a dissatisfied customer who will look for another brand that is not being used 
as an instrument of deception. The resulting loss of sales is an injury to the trade- 
mark owner that is overlooked in the discussion. 

Indeed, the trouble with Judge Frank’s discussion on this point is that it appears 
to be an argument in justification of deceit. The fact that a trade-mark monopoly 
may possibly have extended too far in some instances is certainly no justification 
for restricting such a monopoly at the cost of honesty and truth. As the court said 
in Prince Manufacturing Co. v. Prince’s Metallic Paint, 135 N. Y. 24: 

And, although the false article is as good as the true one, “the privilege of deceiving 
the public even for their own benefit is not a legitimate subject of commerce.” 


2. The question is raised as to whether, in a trade-mark infringement case in 


which the marks involved are not used by the parties on the same kind of goods, 
the failure of the plaintiff to use his trade-mark on the kind of goods on which the 
defendant uses the alleged infringement should not be construed to be a non-user 
which deprives the plaintiff of trade-mark rights with respect to such goods. 

It is stated that although it has been held that non-user of a patent does not 
destroy the patent right because of implications in the patent statute, a trade-mark 
is a non-statutory right based on use and therefore in a different category than a 
patent ; also that it appears in the Standard Brands case that the plaintiff is actually 
selling under another trade-mark the defendant’s product, vitamin tablets, and is 
therefore “playing dog-in-the-manger” in asserting V-8 trade-mark rights with 
respect to vitamin tablets. 

This appears to ignore the basic rule that because trade-mark rights are meas- 
ured by likelihood of confusion, they extend to any goods that are likely to be 
thought to come from the same source if they bear a similar trade-mark. It also 
overlooks the fact that if the different products of the parties to an infringement 
suit are so closely related that they are both made and sold by the plaintiff, this is 
a circumstance tending to show that such products will be thought to come from 
the same source if they bear similar trade-marks, and not a circumstance that can 
logically or fairly be used as a basis for limiting the plaintiff’s rights. 
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3. The question is raised as to whether, in a trade-mark infringement case in 
which the marks involved are not used by the parties on the same kind of goods 
but the plaintiff sells under another trade-mark the same kind of goods as those of 
the defendant the plaintiff is not guilty of unclean hands. It is stated that in such 
case the real purpose in bringing suit, seemingly, is not to safeguard the trade-mark 
in suit, but to protect the business conducted under the other trade-mark in com- 
petition with the defendant. 

It is submitted that it would be a travesty on the equitable doctrine of unclean 
hands to make it a means for shielding trade-mark infringement and denying relief 
to every plaintiff who happens to sell under another trade-mark the product on 
which the trade-mark in suit is used by the defendant. In the case under discussion 
it appears from the majority opinion that the controversy was not started by the 
plaintiff but by a predecessor who may or may not have dealt in the defendant’s 
product. 

Judge Frank’s opinions are challenging as they are brilliant. They show what 
intelligent use of economic ideas may be made by a jurist steeped in the study of 
the law and economics. It is hoped that the legal profession will take up the chal- 
lenge, and show how law is determined by drawing its ideas from more enduring 
and more effective materials of the legal order, and how the administration of jus- 
tice must take account of all interests pressing for recognition and satisfaction. For 
it must be remembered that theories of law easily become theories of law-making. 


oe 


TRADE-MARKS IN URUGUAY 


In the January 1944 issue of THE TRADE-MARK REporTER, we reported on the 
Presidential Decree of July 23, 1943 which in effect attempted to abolish all discre- 
tionary power on the part of the trade-mark authorities on the question of confusing 
similarity of trade-marks and established a rigid rule that in order for trade-marks 
to be registered they must be totally different from those already registered. 

We then pointed to the unworkability of this rule and expressed the fear that the 
result would be to increase tremendously the difficulty of registering new marks in 
Uruguay. The application of this Decree fully justified our fears. In the last two 
years extraordinary decisions were rendered by the Trade-Mark Office. Indeed, 
both the Trade-Mark Office and the National Chamber of Commerce, who submits 
opinions on registrability at the request of the Office, appeared to tend to expose to 
ridicule the Decree by issuing at times preposterous decisions denying registrations 
of marks which were not at all similar to prior registrations. At the end the 
National Chamber of Commerce refused to render any opinion on the ground that 
the Decree was invalid. 

We are now informed that the President issued a new Decree of July 6, 1945 
which repeals the Decree of 1943 and enacts the following rule: 


In order for trade-marks to be registered, they must be clearly different from those 
already registered or in process of registration. 
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Our correspondents advise that this Decree reestablishes in effect the regime 
before the issue of the Decree of 1943. In other words, the trade-mark authori- 
ties are prepared to construe the words “clearly different” as equivalent to Article 
33 of the Law of 1940 which provided: 










Trade-marks shall be analyzed by the combination of the elements which compose them, 
their similarities being successfully compared, using the criterion of the consumer who 
pays little attention to observing and remembering the whole trade-mark, but who is in- 
terested in the products which it distinguishes. 


TRADE-MARKS 





IN NICARAGUA 


















We are informed that a conflagration in Managua, Capital of Nicaragua, de- 
stroyed on August 17 the building and the contents of the Mercantile Registry in- 
cluding nearly all books containing the records of Trade-Mark Registrations, Re- 
newals and Assignments and of Letters Patents. 

As a consequence of this accident, the Government of Nicaragua issued a De- 
cree requiring that all certificates of registrations, renewals, assignments, etc., and 
all Letters Patents, must be recorded again in new books of the Mercantile Register. 
The following are the requirements of the Decree: 


(1) All certificates and patents as above granted prior to August 17, 1945 are to be 
submitted to the Mercantile Register for recordal within six months from October 1, 1945. 
The recordal of certificates and patents presented after April 1, 1946 shall be subject to 
an additional government fee. 

(2) Certificates and patents which have not been presented for recordal prior to Sep- 
tember 21, 1946 will no longer be valid. 

(3) Volume XXVIII of the Mercantile Register is the only book of records saved 
from the fire. This contains the Recordals of Certificates and Patents bearing No. 5647 
and following. This is the number of Recordal in the Mercantile Register and not the 
number of the trade-mark registration or of the patent. Certificates and patents bearing 
No. 5647 and following of the Mercantile Register need not be produced for a new re- 
cordal. 








THE RIGHTS OF PRIOR USER OF A TRADE-MARK IN PERU 















Peru is one of the Latin American Republics where ownership in a trade-mark 
is acquired by registration and where priority of adoption and use is immaterial. 
Only owners of registered trade-marks may oppose an application for registration 
of an infringing trade-mark. A prior user of a trade-mark is not entitled to institute 
proceedings for cancellation of the registration of an infringing mark. In other 
words, the owner of a trade-mark who uses the same in Peru is without remedy 
against an infringer who files application and obtains registration in his own name 
of such trade-mark or of a confusingly similar mark. Indeed, prior use is not even 
a defense against an infringement action by the subsequent registrant. 

The only limitation to the sweeping provisions of the law was introduced by the 
Decree of July 12, 1912. This Decree purported to protect foreign trade-mark own- 
ers against usurpation of their trade-marks by local parties when these were well 
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known in Peru and the infringing applicants had knowledge of the ownership of such 
marks by the foreign owners. It provided that in such cases the foreign owner could 
oppose an infringing application and file proof that his mark was well known in the 
Peruvian market. The opposition had to be supported by an application in the 
name of the opposer to register his own trade-mark. The Decree, however, did not 
allow cancellation by the prior user. 

The Decree was given limited application, as the Patent Office construed it to 
apply only in case the identical trade-mark of the foreign trade-mark owner was 
filed for registration by the local party. Thus, there was no relief when the applica- 
tion covered a definitely confusingly similar mark. 

We are now informed that even this limited relief to the foreign prior user in 
Peru is withdrawn. By a new Decree dated September 18, 1945 which will go into 
effect on December 31, 1945, the Decree of 1912 is repealed. The preamble of the 
present Decree states that the reason for the repeal is that this does not conform to 
the general spirit of the Peruvian trade-mark legislation according to which only 
registration creates valid trade-mark rights and purports to extend to foreigners 
an unjust privilege. 

We consider this action of the Peruvian Government as a retrogressive step. If 
the Government desired to avoid giving foreign trade-mark owners a privilege de- 
nied to nationals the sound and progressive step would have been to extend the bene- 
fits of the Decree of July 12, 1912 to the nationals of Peru as well. There are very 
few countries left in the world where the strict system of acquisition of ownership in 
a trade-mark by registration and of total disregard for the rights of the prior user 
prevails. The abuses and injustices of this system are too well known to require 
repetition. There is no objection to the law’s attempting to encourage registration 
of trade-marks and making registration conclusive after a certain period. But the 
prior user should be given some relief under certain conditions where his failure to 
register may be justified. 

It should be noted that Peru has ratified, by act of its legislature, the General 
Inter-American Convention for Trade-Mark and Commercial Protection signed at 
Washington in 1929. This Convention purports to protect the rights of the prior 
user under the conditions defined in Articles 7, 8,9 and 12. It is hoped that, not- 
withstanding the repeal of the Decree of 1912, the Peruvian authorities will grant 
protection to American trade-mark owners under the stipulations of this Convention 
which is now law in Peru. 





NEW TRADE-MARK LAW IN BRAZIL 


The basic trade-mark law in Brazil has been the Law of Industrial Property 
No. 16264 of December 19, 1923. Several amendments of this law were made 
in the intervening years, some on substantial aspects of the law and many on pro- 
cedural matters and there was often uncertainty and confusion as to the applicable 
law. 
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A new Brazilian Law-Decree on Industrial Property dated August 27 was 
promulgated on’ September 29, 1945. It will go into effect on December 28, 1945. 
This law covers patents, utility models, trade-marks, etc. Although a full English 
translation of the text of the law has not yet become available, we wish to give here 


the highlights as regards trade-marks as given to us by our correspondent in Brazil: 


1. Registrations are no. . ranted for ten years, instead of fifteen under the old law. 


2. A new classification is adopted reducing the number of classes from sixty to fifty. 


3. Opposition now may be filed by the prior user of a non-registered trade-mark, pro- 
vided the opposer files application in his own name within sixty days from the date of filing 
the opposition. 


4. Foreign trade-marks not registered in the home country may be registered in Brazil. 
5. Registration may be forfeited on the ground of non-user for two years instead of 
three years under the old law. 


6. Registration of slogans for a term of three years is provided for. 


TRADE-MARKS IN CUBA 
New Requirements for Powers of Attorney 
By J. Garcia Ordonez 


Ever since the enactment in Cuba of the Industrial Property Law of April 4, 
1936, the usual procedure in handling industrial property matters before the Min- 
istry of Commerce and on appeal before the President of the Republic, has been for 
the parties concerned to employ the services of the so-called Official Industrial 
Property Agents, by means of a mere Letter of Authorization, which required no 
notarial acknowledgment or consular legalization. 

Article 19 of the aforesaid Industrial Property Law appeared to definitely au- 
thorize this practice, particularly with regard to persons and corporations not estab- 
lished in Cuba, by providing that the designation of the Agent shall be affected by 
means of a Letter of Authorization signed by the party concerned, who may “dis- 
pense with any and all other formalities.” 

However, a ruling of the Supreme Court made recently on June 29, 1945, in a 
contentious-administrative case, while admitting the representation by Official In- 
dustrial Property Agents, both for applications and for cases of cancellation or 
opposition, by Letters of Authorization not requiring any legalization whatsoever, 
at the same time requires that such Letters of Authorization must be supplemented 
by a document containing due justification of the capacity of the person subscribing 
thereto, as well as of the powers vested in such person so to act. 

The aforesaid supplementary document must be issued in the form of a Certificate 
or Affidavit by the Secretary of the Company and, naturally, it must be duly legalized 
by the Cuban Consul. Furthermore such document will have the “protocolized,” 1.e., 
formally recorded as a public instrument before a Notary Public in Cuba, pursuant to 
Article 20 of the Industrial Property Act. 

Although a sole ruling of the Cuban Supreme Court does not establish a legal 
doctrine, nevertheless the Ruling of June 29, 1945 opens the way for the Patent 
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Office, the Ministry of Commerce and the Office of the President of the Republic to 
require compliance therewith in cases which may now be pending final disposition, and 
if these authorities should choose to give immediate application to the ruling of the 
Supreme Court, then very disagreeable surprises are to be expected by foreign 
corporations that have hitherto been represented by agents by mere Letters 
of Authorization, in accordance with the practice prevailing since the year 1936. 

Fortunately, a Technical Committee has just been appointed, to study and give 
advice on the Regulations of the Industrial Property Law; and it is to be expected 
that this Committee will move to have the President of the Republic issue a Decree, 
which will provide that the certification by the Secretary of a Corporation to be at- 
tached to the Letter of Authorization need not observe any further formality other 
than the signature of the Secretary. In this way, while complying with the new 
ruling of the Supreme Court, the annoyance, delay and expense of consular legal- 
ization and notarial protocolization in Cuba will be avoided. 





TRADE SLOGANS 


In accordance with our custom, we publish below trade slogans in use by one 
of our members, with a view to placing on record the member’s claim thereto. This 
service is rendered without charge to all regular members of the Association: 


“Color Cocktails for Your Hair with Loxol Extra” 
“Blond Date Color Styled with Loxol Extra 


ORO eT Fe ay Perr ee er ee at Sales Affiliates, Inc. 
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WANTED 


Until further notice, we will pay the sum of One Dollar ($1.00) for each 
copy of the June, 1941, April, 1942 and the June, 1943 Reporter, delivered 
in condition for binding ; for two copies of the 1940, Index, 50 cents each. 


Copies of the Master Index, vols. I and II and vols. 28-30, any condition. 


For Sale: War Measures Relating to Industrial Property (Supplement to 
the January, 1944, issue), $0.75. 


Amdur’s “Outline of Trade-Mark Law,” paper, $0.75, postpaid. 


Address: 


UNITED STATES TRADE-MARK ASSOCIATION, 
522 FirtTH AVENUE, 
New YorK 18, N. Y. 





